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Addressograph-Multigraph Corporation 

TO THE STOCKHOLDERS: 

Your Directors submit herewith seven months’ statement of consolidated income 
and surplus accounts and consolidated balance sheet as at July 31, 1940, together with cer¬ 
tificate of Messrs. Price, Waterhouse and Company, independent auditors. This is in 
accordance with the change in our fiscal year, recommended by our auditors and the New 
York Stock Exchange, and approved by the Board of Directors. 

As stated in our report for the year 1939, it was found impossible, due to war con¬ 
ditions in Europe, to obtain sufficiently complete data from our German and French sub¬ 
sidiaries in time to present their operations on a consolidated basis. For the same reasons, 
we have found it impracticable to include the operations of our English subsidiary on a 
consolidated basis at this time. In the accompanying income account and balance sheet, 
therefore, only the operations, assets and liabilities of the Corporation and its Canadian 
subsidiary have been consolidated, the investments in and advances to the English, German 
and French subsidiaries being shown in the balance sheet under the heading of Investments 
and Advances. 


INCOME ACCOUNT 

The net profit from operations for the seven months ending July 31, 1940 (including 
only our Canadian subsidiary), amounted to $585,051.88, or 77 cents per share, after all 
deductions, including engineering, laboratory, development, patent and royalty expenses 
($181,092.52); depreciation and leasehold amortization of operating plant and equipment 
($170,000.99) ; interest and amortization of expenses on debentures ($51,977.59).; and 
estimated provision for Federal and Canadian income taxes ($181,974.08). 

Although cables from our English and European subsidiaries indicate that their 
operations for the period resulted in a net profit and a satisfactory increase over the same 
period last year, the amount thereof has not been included in the accompanying statement. 

Due to the change in our fiscal year end and to the elimination of the operations of 
our English and European subsidiaries, it is, of course, impracticable to make accurate 
comparison of the results for the seven month period under review with the results of 
operations for the corresponding period in 1939. 

SURPLUS ACCOUNT 

Since the accounts of our English subsidiary have not been consolidated in the 
accompanying statements, the surplus of that company at December 31, 1939, has been 
eliminated from the consolidated surplus account. 

In view of present conditions, due to the war in Europe, the management have 
deemed it advisable, in the best interest of the company and its stockholders, to provide a 
full reserve against the corporation’s investments in and advances to European subsidi¬ 
aries, excluding the English company. 

The reserve shown on the balance sheet is made up as follows: 


Balance, January 1, 1940_$ 551,067.02 

Amount provided out of Earned Surplus, July 31, 1940_ 913,795.13 

Total as per Balance Sheet_$1,464,862.15 


BALANCE SHEET 

At July 31,1940, current assets were $6,489,732.44 (including cash of $1,390,945.83), 
and current liabilities were $1,275,252.65 after payment and accrual of dividends aggre- 












gating $452,287.80, including dividend payable August 10, 1940. The decline in cash since 
December 31, 1939, is due entirely to the elimination of the cash balances of our English 
subsidiary and to expenditures for machine tooling and equipment, particularly in connec¬ 
tion with new products, as well as the increased volume of business. 

Owing to the elimination of the current assets and current liabilities of our English 
and European subsidiaries (from the balance sheet), as referred to above, it is imprac¬ 
ticable to present the foregoing data at July 31, 1939, or December 31, 1939, on a com¬ 
parable basis. 

Inventories at July 31, 1940, were carefully compiled and are conservatively stated, 
being priced at the lower of cost or market. In accordance with our regular practice, future 
commitments for the purchase of raw materials are made on a basis that would have little 
if any effect on the financial position of the corporation. In line with our usual accounting 
procedure, the entire amount of unabsorbed factory overhead expenses ($77,954.67) was 
deducted from the profits for the period under review. 

The only investment made during the seven months' period was the purchase of 
$60,000 par value of Dominion of Canada First War Loan Bonds, 3Vi%, due February 1, 
1952. These were purchased at par with Canadian funds arising from transactions with 
our Canadian subsidiary. 


DOMESTIC AND FOREIGN SALES 

The upward trend in domestic sales and shipments during the last eight months of 
1939, as referred to in our last annual report, continued during the seven month period 
under review, shipments increasing approximately 11% over the same period last year. 
Orders received to date show an increase of approximately 25% over the same period last 
year, and the current backlog of unfilled orders is running at the highest levels since April, 
1937, and is substantially ahead of the backlog at December 31, 1939. 

The accelerated increase in orders received and shipments made since July 31st 
assures satisfactory results from operations during the first and second quarters of our 
new fiscal year, commencing August 1, 1940, and we look forward to a continuation of the 
present upward trend for some time to come, particularly in view of the substantial better¬ 
ment in general business conditions. Up to date the corporation has not made any definite 
commitments on defense orders other than for our standard equipment. We have, of course, 
gone on record with the responsible authorities as to our willingness to cooperate to the 
fullest extent possible in any way the Government may wish. 

The new Class 1900 Power Addressograph referred to in our last annual report, 
which was placed on the market early in May of this year, received an enthusiastic recep¬ 
tion from both our field organization and our customers, and orders to date for this class 
have really exceeded expectations. An illustration of this machine will be found on the last 
page of the report. 

A comparison of the sales and shipments of our English and European subsidiaries 
is impracticable due to incomplete information at this time and also to the wide variation 
in exchange rates during the period under review, as compared to the corresponding period 
in 1939. Shipments to European dealers have been adversely affected by the war conditions. 
However, any decline in this respect has, to a large extent, been offset by increases to Latin 
America, the British Dominions, and other unoccupied or neutral countries. Orders re¬ 
ceived from Latin America to date are substantially ahead of the entire year 1939 and run 
well ahead of the highest year in the history of our Latin American business. 








RESEARCH AND DEVELOPMENT 


The value of research in promoting industrial progress through constant develop¬ 
ment of products for the purpose of serving and actually creating new uses is too well 
known to require proof. Industry is also keenly aware that research may truly be regarded 
as an investment directed toward decreased manufacturing costs as well as increased sales 
revenues. 

The ability of your corporation to take advantage quickly of constantly changing 
business conditions with the marketing of new and improved products as rapidly as needed 
is due, in a very large degree, to a long-established policy of preparedness, a result of tire¬ 
less market research and engineering development. 

The wisdom of such a policy can be no better exemplified than by observing results, 
the very latest being the new Class 1900 Addressograph previously mentioned in this 
report. Several other new products, just as outstanding, are rapidly being made ready for 
release, a definite need for them having been developed. 

There is every justification for the continuance of this policy in the interest of your 
corporation's thousands of customers, employees and shareholders. 

MANUFACTURING 

The outstanding accomplishment of this division during the period was the tooling 
up for and placing in production of the new Class 1900 Addressograph, together with the 
relative attachments and supplies. The design of this machine will add greatly to efficient 
fabrication and simplified assembly. Acquisition and introduction of additional automatic 
and other modern machine tools and equipment was carried on throughout the period, 
resulting in continued improvements in production methods, manufacturing economies, 
greater efficiency, improved quality, faster inventory turnover and improved deliveries to 
customers. 

The training and education program is being continued in effect, particularly with 
the supervisory organization so vital to any manufacturing plant, especially under present 
emergency conditions. 


EMPLOYEE RELATIONS 

Conditions of employment continued on a satisfactory basis and the increasing 
volume of business being obtained has enabled your corporation to maintain employee earn¬ 
ings at the highest possible levels consistent with the maintenance of fair prices to our 
customers. 


* * * * * 


The Board of Directors again records its appreciation of the wholehearted and 
efficient manner in which the members of our organization have carried out the duties 
assigned to them. 

On behalf of the Board, 

FRANK H. WOODS, Chairman, 
JOSEPH E. ROGERS, President. 


October 24, 1940. 








Addressograph-Mult 
and Canadian Sul 

CONSOLIDATED BALANCE SE 

(See accompanying Notes to 


ASSETS 


Current Assets: 

Cash in banks and on hand_ 

Accounts and notes receivable: 

Customers' trade accounts and notes_$1,701,826.37 

Customers’ installment accounts (approximately $64,500 

maturing after July 31, 1941)_ 551,401.52 

Miscelleneous_ 21,047.33 

$2,274,275.22 

Less —Reserve_ 57,457.67 

Sales agents’ accounts for merchandise_ 


Inventories, priced at the lower of cost or market, less 
reserve _ 

Advances and Miscellaneous Investments: 

Advances to sales agents and salesmen, other than accounts 

for merchandise_$ 562,564.74 

Less —Reserve_ 117,946.33 

Employees’ accounts and loans_ 

Cash surrender value of life insurance policies_ 

Miscellaneous securities at cost ($140,169.85 in Canadian 

Bonds) _ 

Non-operating properties largely reduced to approximate 
assessed values in 1933 by authority of the Board of 
Directors—less reserve_ 


$1,390,945.83 


2,216,817.55 

465,899.38 

2,416,069.68 $ 6,489,732.44 


$ 444,618.41 

49,776.57 

145,937.41 

167,550.05 


521,995.21 1,329,877.65 


Investment (at cost, less adjustments at acquisition date) and 
advances to English Subsidiary Company, not consolidated 


696,722.68 


Investments in and Advances to European Companies: 

French and German subsidiary companies not consolidated_ $ 979,043.75 

Payments on account, expenses and advances in connection 
with the acquisition (not completed) of an interest in the 

capital stocks of foreign companies, mainly in Germany_ 485,818.40 


Less —Reserve (including amounts provided prior to 

1940) _ 1,464,862.15 


Rental Machines, including parts_ 

Less —Reserves for depreciation and revaluation_ 

Fixed Assets: 

Land, buildings, machinery and equipment, at cost_ 

Less —Reserve for depreciation_ 

Leasehold improvements, less amortization_ 

Intangible Assets: 

Patents (not segregated in the accounts), trade marks, 
goodwill, etc., including $1,900,000 (net) based on man¬ 
agement’s valuation at June 30, 1927, and valuations 
assigned to acquisitions from predecessor companies for 

capital stock, etc- 

Patents and other expenditures, less amortization_ 

Deferred Charges: 

Prepaid insurance, stationery, etc- 

Debenture expenses, less amortization_ 


$ 525,993.47 
309,089.91 

$5,705,318.90 

3,138,130.50 

$2,567,188.40 

34,321.64 


$2,361,259.26 

150,273.32 

$ 178,258.91 
29,474.23 


216,903.56 

2,601,510.04 

2,511,532.58 

207,733.14 

$14,054,012.09 













































igraph Corporation 
>sidiary Company 

IEET (Note 1) - JULY 31 , 1940 

Consolidated Balance Sheet) 


LIABILITIES 

Current Liabilities: 

Accounts payable_ 

Sales agents’ and salesmen’s credit balances_ 

Supply contract obligations_ 

Accrued taxes, interest, payroll and other expenses_ 

Dividend on capital stock declared July 1, 1940, payable 

August 10, 1940_ 

Principal amount of 3%% debentures redeemable on 

December 1, 1940_ 

Provision for Federal and Canadian income taxes_ 


$ 226,714.75 
179,872.87 
82,846.46 
278,982.61 

188,453.25 

150,000.00 

168,382.71 


Deferred Income —Unearned interest on installment accounts 


Reserves: 

For insurance of machines and fixtures in the field_ $ 89,488.89 

For additional Federal income taxes and contingencies 

(Note 2)_ 302,602.07 


Fifteen Year 3%% Sinking Fund Debentures, due Decem¬ 
ber 1, 1953, redeemable $150,000 per annum_ $2,350,000.00 

Less —Principal amount redeemable on December 1, 1940, 
included in current liabilities_ 150,000.00 


Capital Stock and Surplus: 

Capital Stock: 

Authorized—1,000,000 shares of $10 par value 


Issued—760,213 shares_ $7,602,130.00 

Less —In Treasury, 6,400 shares_ 64,000.00 


$7,538,130.00 


Surplus, per statement attached: 


Capital surplus_$ 569,378.88 

Earned Surplus_ 2,060,885.41 2,630,264.29 


$ 1,275,252.65 


18,274.19 


392,090.96 


2,200,000.00 


10,168,394.29 


$14,054,012.09 































Addressograph'Multigraph Corporation 
and Canadian Subsidiary Company 

NOTES TO CONSOLIDATED BALANCE SHEET 
AS AT JULY 31, 1940 

(1) The accounts of the English subsidiary company have not been consolidated in the accompanying 
financial statements and, therefore, such statements are not comparable entirely with those for the year 
1939. 

The accounts for current assets, current liabilities, deferred charges, etc., of the Canadian sub¬ 
sidiary company were converted to U. S. dollars at $ .882265, the rate current at July 31, 1940; the accounts 
for rental machines, fixed and intangible assets and the relative reserves at $1.00 and the profit and loss 
accounts at an average of the rates in effect during the seven months. The U. S. dollar equivalent of the 
net assets of the Canadian subsidiary company included in the consolidated balance sheet, converted as 
explained above, amounted to $293,478.19, of which $212,524.26 represents net current assets. 

(2) The adequacy of the reserve for additional Federal income taxes cannot be determined at present 
with reasonable assurance, pending the final determination of additional assessments, now in dispute, for 
the years 1930 to 1937 inclusive and the audit and settlement by the Bureau of Internal Revenue of the 
returns for 1938, 1939 and 1940. 


NOTES TO CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE SEVEN MONTHS ENDING JULY 31, 1940 


(1) Current expenditures in respect of United States patents are not capitalized but are charged to 
profit and loss as incurred. Therefore, no provision is being made for the amortization of patents, (not 
segregated in the accounts) which may be included in the amount of $2,361,259.26 shown on the accom¬ 
panying consolidated balance sheet. Expenditures for foreign patents are being capitalized and amortized 
over the approximate lives thereof. 

(2) Since the reduction in 1933 of the book values of non-operating properties to approximate assessed 
values, no provision has been made for depreciation of the larger part of such properties. 






Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE SEVEN MONTHS ENDING JULY 31, 1940 

(See accompanying Notes to Consolidated Statement of Profit and Loss) 


Sales (less returns, allowances and discounts, other than 
sales agents’ discounts)_ 


Deduct: 

Cost of goods sold_$2,523,089.20 

Engineering, laboratory, development, patent and royalty 

expense (including amortization) (Note 1)_ 181,092.52 

Depreciation and leasehold amortization (Note 2)_ 170,000.99 $2,874,182.71 

Commissions and discounts to sales agents and branch 
expenses - 1,560,571.89 

Profit on sales before deducting other selling, advertis¬ 
ing general and administrative expenses_ 

Deduct: 

Other selling, advertising, general and administrative 
expenses _ 

Operating Income_ 


Add: 

Interest and discount earned and other miscellaneous in¬ 
come - $ 51,528.11 

Rental income on non-operating properties, less main¬ 
tenance and taxes_ 2,707.61 


Deduct: 

Dividends on capital stock of French subsidiary company 

held by minority interests_ $ 800.90 

Interest on debentures and amortization of debenture ex¬ 
pense - 51,977.59 

Loss on foreign exchange_ 3,727.14 

Profit before provision for Federal and Canadian income 
taxes _ 


Deduct: 

Provision for Federal and Canadian income taxes_ 

Profit carried to earned surplus (including $11,333.09 for 
the Canadian subsidiary company)_ 


$6,229,047.86 


4,434,754.60 

$1,794,293.26 

1,024,997.39 
$ 769,295.87 

54,235.72 
$ 823,531.59 


56,505.63 
$ 767,025.96 

181,974.08 
$ 585,051.88 


































Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE SEVEN MONTHS ENDING JULY 31, 1940 


Earned Surplus 


Balance at December 31, 1939, per previous accounts_ 

Deduct: 

Surplus of English subsidiary company at December 31, 1939, less inter¬ 
company profit in inventories, now excluded from the consolidated 
accounts -$ 593,117.52 

Amount required to provide full reserve for investments in and advances to 
European companies (including French and German subsidiary companies 
not consolidated) _ 913,795.13 


Add: 

Profit for the seven months ending July 31, 1940, per statement of profit and 
loss _ 

Deduct: 

Dividends paid and declared—$ .60 per share_ 

Balance at July 31, 1940 (including Canadian subsidiary surplus of $128,337.98) 


NOTE: Under the terms of the Trust Indenture covering the Sinking Fund 
Debentures, the Corporation has agreed not to declare or pay dividends 
(except stock dividends) unless certain conditions are met. As more 
fully set forth in the 1939 accounts, the principal condition is, briefly, 
that dividends shall not exceed the sum of consolidated net income 
earned after December 31, 1937, and $400,000.00. 


Capital Surplus 


Balance at December 31, 1939, per previous accounts. 
Balance at July 31, 1940_ 


$3,435,033.98 


1,506,912.65 

$1,928,121.33 


585,051.88 

$2,513,173.21 

452,287.80 

$2,060,885.41 


$ 569,378.88 
$ 569,378.88 
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UNION COMMENCE BUILDING 


CLEVELAND 


To the Board of Directors, 

Addressograph-Multigraph Corporation: 


We have examined the consolidated balance sheet of 
Addressograph-Multigraph Corporation and its Canadian subsidiary 
company as at July 31, 1940, and the relative consolidated statements 
of profit and loss and surplus for the seven months ending on that 
date. In connection therewith, we reviewed the system of accounting 
control and procedures of the companies and examined or tested their 
accounting records and other supporting evidence, by methods and to 
the extent we deemed appropriate, but we did not make a detailed 
audit of the transactions. Due to the war in Europe, it has not 
been possible for us to examine the 1940 accounts of the French and 
German subsidiary companies. Although our London office has advised 
that the examination of the 1940 accounts of the English subsidiary 
company has been completed, we have not received their report thereon. 

In our opinion, the accompanying consolidated balance 
sheet and related statements of profit and loss and surplus, present 
fairly the position of the companies at July 31, 1940 and the results 
of their operations for the seven months ending on that date, in 
conformity with accepted accounting principles applied on a basis 
consistent with that of the preceeding year, except for the elimination 
from the consolidation, of the accounts of the English subsidiary 
company. 


Cleveland, Ohio 



October 18, 1940 









THE NEW CLASS 1900 ADDRESSOGRAPH 



“If ever office equipment was built to the specifications of present 
business needs, it is this new Class 1900 Addressograph. It is 
the result of 45 years' experience in serving business — plus 
engineering skill which only such experience can produce. De¬ 
signed for many new uses, it affords new speed , new versatility , 
new convenience , and new economies . In addition, it supplements 
the work of other office equipment, bringing new all-around 
efficiency and savings. It is most important to business manage¬ 
ment because it is the direct means of putting into effect business 
methods tvhich reduce costs and protect profits” 






















